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NOTES AND MEMORANDA 



THE CONTENT OF THE VALUE CONCEPT 

Theke has been a persistent endeavor among economists 
to establish unique definitions for their more important terms, 
and many seem to feel that success in this endeavor can alone 
justify the claim of economics to consideration as a science. 
An exact and uniform terminology is so characteristic of the 
experimental sciences that it is assumed that economists must 
needs do likewise. The diversity in the usage of the words 
value, capital, price, rent, interest, profits, is ruefully contem- 
plated by nearly all; some still struggle against this seemingly 
unscientific lack of precision in essential abstract concepts and 
categories, others have already reconciled themselves to the 
difficulty and accepted these diversities as a necessary evil. 

Judgment of this situation turns upon one's conception of 
the position of economics among the sciences. Other scientific 
investigations, whether in the physical or mental sciences, can 
impose arbitrary limitations which are of the utmost moment. 
A particular type of phenomenon is isolated and studied as if 
it were independent. No attempt is made to study reality in 
its entirety, and consequently an arbitrarily defined body of 
material is set off which can be treated according to rules laid 
down by the investigator. Terms and categories can be 
invented freely because the whole subject of research is it- 
self an heroic abstraction. Economics, however, cannot fol- 
low a similar procedure, because arbitrary limitations cannot 
be established. All thinking imposes some isolation of the 
problems set for analysis, but in economics no particular limits 
have been permanently established. Interest in different 
problems set for given a great diversity to economic analysis; 
some writers desire to exclude by rigorous abstraction the 
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problems which are of primary interest to another group. 
The field of investigation cannot be satisfactorily described 
in any terms that will meet with general accord among 
economists, and this impossibility of agreement as to the 
limits of the field destroys all hope of a universal terminology. 

The economist must approach his linguistic problems more 
nearly in the spirit of the literateur and philosopher. It is not 
his business to invent technical terms. Like the artist or 
philosopher, he must discover new content in the ideas and 
emotions common to all. Few, if any, of the major concepts 
of economics are themselves new or unusual. Some vague 
meaning is conveyed by value, rent, interest, or capital, and, 
while many of these notions are seriously confused by popular 
fallacies, the economist in correcting the common sense 
notions really does no more than give adequate expression to 
things previously seen through a glass darkly. Furthermore, 
a moderate perusal of dictionaries and handbooks will show 
that economists have done no more than enlarge or restrict 
the content of meaning attached to these terms. Vague con- 
notations have been analyzed with care and new aspects of 
meaning discovered. 

Compare the citations under "value" in the New English 
Dictionary with the diversities familiar to any reader of 
economic treatises. Nothing could afford a clearer illustra- 
tion of the enrichment of the meaning of this abstract term. 
The sophisticated economist finds much in this well worn con- 
cept that was not known to his forbears, and yet it would 
be unfortunate to presume, as many do, that there is no 
significant relation between his ideas and the naive thinking 
of earlier generations: most unfortunate, to conclude that 
sophistication could properly become a means of narrowing 
the meaning of such a word and reducing the diversities of 
the older usage to the rigid formulation of a mathematical 
definition. 

The task of arbiter of good usage is a thankless one, and 
dangerous withal. Both friends and enemies are prone to 
investigate the qualifications of the arbiter with a degree of 
care that is likely to prove embarrassing. It is therefore an 
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act of wisdom to disclaim any intention of drawing up a classi- 
fication of these meanings that shall pose as authoritative 
usage. It is intended merely to suggest that it may in the 
end prove more helpful if we as economists endeavor to 
establish some standards of good use for these diverse mean- 
ings and abandon the search for the unique and universal 
definition. 

Beneath all the varieties of usage there lies one fundamental 
problem; whether we shall speak of this concept in a phil- 
osophical sense or follow a purely empirical policy. To the 
empiricist value is a fact or quality. Ruskin remarks that it 
is " the life-giving power of things." But this is surely bad. 
We live in worlds created by our thoughts and there is little 
defense for the attempt to evade the admission of human 
judgments into these matters of valuation. Values are attrib- 
uted to things by men, and by reasonable logical method we 
may fairly describe them as judgments : judgments of desired- 
ness, of scarcity, or judgments of some relation between 
wantedness and scarcity. The Austrians have taught us the 
doctrine of relativity, and, whatever their failings, it is no 
small achievement to have diverted attention from the 
search after that elusive essential quality in things which 
both classical economists and socialists thought of as a fact. 

The term judgment connotes a deliberation of effort that is 
associated with the most persistent popular usages of the word 
" value." Beneath many diversities there lurks a notion that 
the value of a thing is what it is " really worth." It appears 
in the common antithesis between value and price: price is 
what you pay or what you get, value is what the article is 
really worth. The value judgment is presumed to be ac- 
curate. In the language of Adam Smith, every man is pre- 
sumed intelligently to seek his best interest, and while it is 
sufficiently evident that the ideal is not attainable, there is 
clear disposition on the part of most writers to assume perfect 
competition and adequate intelligence. The value judgment 
is thus specifically characteristic of a sophisticated society, 
involving a degree of thinking about things that would be 
foreign to primitive peoples. In all its connotations, then, the 
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term " value " suggests a society in which the material prob- 
lems of life are given deliberate and thoughtful attention. It 
may be that some vague sense of the worth of objects is 
present among the most primitive peoples, but it is not to be 
assumed that they are concerned with values. In the course 
of much subjective analysis primitive peoples and barter 
economies are frequently drawn in question, but it would 
seem that many dangers are incurred by reading into primi- 
tive life ideas that are held with clearness only in a developed 
society. In fact, the entire validity of the position of the 
extreme subjectivists turns upon the validity of abstracting 
out of their illustrations the mechanism that is requisite to the 
sophisticated society whose ideas they seek to analyze. 

The value judgment may be described, denned, or analyzed 
from a variety of points of view: in terms of the mode of 
expressing the judgment, in terms of purpose, in terms of the 
process by which the judgment is reached, and in terms of a 
presumed absolute measure of value. The analysis of the 
process of valuation is hardly older than the organized study 
of economics, but the meanings which are associated with the 
other points of view reach far back into the past and con- 
stitute a significant appeal for wide catholicity in the study of 
the usage of the word. With the exception of the last named 
of these modes of approach, meanings of value may be derived 
in each case that are valid for certain problems. 

The search for an absolute measure of value, whether in 
utility, cost, or labor, is nearly, if not entirely, discredited at 
the present day. The notion of a normal price derived from 
such analysis still survives, but it is not easy to be certain that 
the notion plays any very significant part in our actual think- 
ing. In the elementary texts it appears as one of the things 
that a beginner should know and then it disappears. It is 
hard to avoid the feeling that the whole discussion is sterile. 
Much of the old analysis, however, assumes a significant 
place in the discussion of the process of valuation and be- 
comes exceedingly important in the reestablishment of the 
mental poise so rudely shaken by the aggressive attack of the 
psychological school. 
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Controversies that have developed out of the analysis of 
the process of valuation, and the amount of space necessarily- 
given to any careful description of the process, have tended 
to give the discussion of valuation an exaggerated place in the 
general theory of value. The purpose that lies behind a 
judgment is hardly less important than the process by which 
the judgment is reached, and yet there is usually little signi- 
ficant discussion of the purpose of the value judgment. The 
relative importance assigned to these points of view is practi- 
cally the decisive factor in reaching an opinion as to the pre- 
ponderance of individual choices or social purposes. If one 
feels that the process is the more significant basis of definition 
it is scarcely possible to resist the conclusion that the logical 
priority of subjective elements in valuation renders them 
more essential. Even if an objective exchange value is recog- 
nized, it is subordinated to the notion of subjective value, 
which is represented as more essential. The opposite view 
prevails if purpose seems more important than process. Value 
then appears to be primarily " a power in motivation," as 
Anderson says; a means of coordinating activities and of 
adjusting consumption to available supplies. It becomes 
significant therefore only in so far as it serves as a check upon 
individual caprice and serves definitely as a form of collective 
pressure upon the individual. A facile writer can easily make 
out a case for the essential importance of the objective pur- 
pose of the value judgment. Can we not deplore the persist- 
ence of controversy between subjectivists and objectivists ? 
It has been a fruitless debate, in which the issues have never 
been squarely joined ; resulting, nevertheless, in much careful 
analysis which leads to complementary rather than antago- 
nistic conclusions. The subjective foundation of the process 
of valuation does not in any respect disprove or gainsay the 
objective significance of the achieved judgment. 

The value concept has one other aspect which is perhaps 
derived directly from this motivating function or is perhaps 
merely a kindred notion : the value judgment is thought of as 
the norm or standard of the concrete price offers of daily life. 
This idea appears in a variety of distinct forms, and because 
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of the implied antitheses with current prices many confusions 
can be traced to this source. The idea of a " just price " 
turns upon the assumption of the possibility of a more perfect 
correlation of factors in valuation than is currently achieved 
in society. The notion of " normal price " is little more than 
the medieval notion in a new garb: a more refined conception 
no doubt, but in essential features the same idea. The chief 
difference between the scholiast and the classical economist 
was the latter's faith in the effectiveness of unfettered 
competition. 

The notion described by Jevons as " the perfect price " 
presents a distinctly new phase of the normative elements in 
the value concept. The " perfect price " is to be thought of 
in a moving equilibrium. The normal price must needs turn 
upon a correlation between actual prices and some sup- 
posedly essential measure of value, whether utility, cost, or 
labor. The perfect price merely implies that the higgling 
of the market takes place without any errors of judgment 
among buyers and sellers who have no illusions as to their 
wants and needs. 

Monetary problems, particularly changes in general price 
level, bring up one more normative problem — that of the 
standard of deferred payments (closely akin to the old "ulti- 
mate standard of value"). In this connection the necessary 
abandonment of money as an intermediary seems to give us 
the most fundamental meaning of value and the most specific 
antithesis between value and price. 

As concrete problems of usage we thus have the following 
meanings associated more or less advisedly with the word 
" value ": exchange relations of any good for other goods; 
the perfect price; a power of motivation; a process of valua- 
tion sometimes described as a process of " price making," 
sometimes as a process of " value determination," and the 
obsolescent notion of a normal price. Linguistic difficulties 
are largely created by the vague line of demarcation between 
price and value. 

The ambiguities in the usage of price and value with refer- 
ence to the process of valuation can certainly be avoided, as 
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some distinction can surely be drawn between the pure 
abstract discussion of the underlying principles of the process 
of valuation and the notably different problems of actual 
marketing. In the abstract discussion, perfect competition can 
be assumed, and even must be. It is of more moment to secure 
a complete description of the various factors in valuation 
than to measure their intensities. In the actual market, the 
essential task is precisely this judgment of relative intensities; 
nothing could be more unreal than the discussion of a sup- 
posed market in which all the facts are known and all the 
traders intelligent. The frequency with which the phrase 
price-making or its equivalent is applied to purely abstract 
discussions of valuation serves to conceal the incompleteness 
of a theory of valuation which does not even endeavor to deal 
with all the actualities of commercial life. 

The serious confusion between value and price seems to 
arise largely from the disposition to believe that any exchange 
relation expressed in terms of money must needs be some 
kind of price. Hence, the persistent use of " price " without 
any qualifying adjective to indicate the sense of " perfect 
price." One of the most common instances of this usage 
occurs in the supposed axiom, " in a given market at a given 
time there can be only one price." The most cursory inspec- 
tion of a ticker or of the produce exchange records is enough 
to reveal the inaccuracy of expression, and few texts are free 
from ingenious and devious attempts to evade the conclusion 
that is suggested by the discrepancy. The readiest solution 
of all these difficulties is the frank use of " value " to describe 
the idea of a " perfect price." This usage can be defended 
both on logical and upon historical grounds. Logically, it is 
merely one of two aspects of the normative meaning of value, 
and each of the two meanings has its legitimate place. The 
" perfect price " serves as the standard of current exchanges; 
whereas the idea of a standardization with reference to de- 
ferred payments is an expression of the need of a " perfect " 
monetary system. The two are different aspects of the same 
idea of a wholly accurate judgment of worth, and no abstract 
reasoning can make out a better case for the one meaning 
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than for the other. Historically, the two meanings have 
always been present in the language since the fourteenth 
century. Tho the references cited in the New English Dic- 
tionary leave much to be desired, they seem to show a catho- 
licity of usage among other writers in which economists might 
easily find a solution of many of their own difficulties. 

The discoveries of new content in old concepts inevitably 
results in a temporary narrowing of interests and not infre- 
quently in a certain loss of tolerance for interest in other 
aspects of the concept. The advance in analysis is secured 
only at the price of concentration upon special aspects of the 
general problem. These tendencies, so clear in religious and 
philosophical literature, are scarcely less evident in the rapid 
advance of economic thought in the past century. The 
specializations of interest appear in every part of the field. 
The problems of capital and rent, as well as the general prob- 
lem of value, have gained from these enrichments of content, 
yet at the expense of catholicity of view and tolerance of the 
aspects of the general problem that appeal to other writers. 
It is hard at first to realize that the new thinking supple- 
ments the old instead of supplanting it. When one's mind is 
still concentrated on one particular analytical problem, it is 
hard to remember that the other fellow's problem is likewise a 
valid problem. But now that the intensity of controversy is 
subsiding, may we not hope for a new kind of interest; an 
interest that is concerned with general and comprehensive 
statement and not exclusively devoted to special analysis ? 

Abbott Payson Usher. 

Cornell University. 



